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REF: STATE 139477 

SUMMARY. WORKING PARTY COULD NOT REACH ANY UNANIMOUS CONCLU- 
SIONS AS TO THE COMPATIBILITY OF THE INTERIM AGREEMENT WITH 
THE PROVISIONS OF THE GATT. END SUMMARY. 

1 . WP MET IUNE 22 AND 24 IN TWO BRIEF HALF-DAY SESSIONS TO 
CONSIDER INTERIM AGREEMENT FOR A FREE TRADE AREA BETWEEN 
PORTUGAL AND THE EC. BOTH THE EC AND PORTUGAL, ON ONE SIDE, 

AND THE U.S., SUPPORTED BY IAPAN AND CANADA, MADE CUSTOMARY 
ARGUMENTS. 

2. EC STRESSED COMPATIBILITY OF AGREEMENT WITH ARTICLE AND 
SPIRIT OF ART XXIV POINTING OUT THAT INTERIM AGREEMENT 
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IMPROVED ORIGINAL ACCORD AND THAT MAJORITY OF INTRA 
EC-PORTUGAL TRADE INCLUDED IN THE AGREEMENT. EC STRESSED 
THAT INTERIM AGREEMENT WAS PART OF PACKAGE FOR IMPROVED 
COOPERATION BETWEEN THE EC AND PORTUGAL DESIGNED TO EX- 
TEND THE 1972 PROTOCOL INTO ECONOMIC AND INDUSTRIAL 
COOPERATION AS WELL AS LABOR AND SOCIAL SECURITY. 

PORTUGUESE DEFENDED GATT LEGALITY AND UNDERLINED THAT 
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THE AGREEMENT HAD BEEN NEGOTIATED IN THE CONTEXT OF PRO- 
NOUNCED POLITICAL INSTABILITY COUPLED WITH A DIFFICULTY 
ECONOMIC SITUATION. 

3. WHILE REPEATING US SUPPORT FOR CLOSER ECONOMIC 
COOPERATION BETWEEN THE EC AND PORTUGAL, WE QUESTIONED 
THE CONSISTENCY OF THE INTERIM AGREEMENT WITH ARTICLE 
XXIV: 8(B) WITH RESPECT TO TRADE COVERAGE AND 

XXIV: 5(B) WITH RESPECT TO RULES OF ORIGIN. JAPAN 
SUPPORTED US ON BOTH POINTS WHILE CANADA CONCENTRATED 
ON RULES OF ORIGIN.ISTATING THAT THE RULES OF ORIGIN 
HAD BEEN PREJUDICIAL TO CANADA'S TRADE INTERESTS AND 
RESERVING CANADA'S RIGHT TO REVERT TO THE QUESTION IF 
SPECIFIC PROBLEMS AROSE. EC REPEATED PREVIOUS CONTEN- 
TION THAT XXIV:5(B) IS IRRELEVANT SINCE EC-PORTUGAL 
RULES OF ORIGIN ARE IN A DIFFERENT CONTEXT THAN ORIGINAL 
EFTA RULES. 

4. WE ALSO QUESTIONED POTENTIAL DISCRIMINATORY APPLICA- 
TION OF THE AGREEMENT'S SAFEGUARD PROVISIONS. AND EC 
ARGUED THAT THE OMISSION OF ANY MENTION OF ART XIX IN THE 
CONTEXT OF ART XXIV GAVE THEM THE FREEDOM TO DISCRIMI 
NATE IN THE APPLICATION OF ART XIX. WE REPEATED OUR 

VIEW THAT ART XXIV DOES NOT EXEMPT THE PARTIES FROM OTHER 
OBLIGATIONS OF THE GENERAL AGREEMENT, NAMELY THE NON- 
DISCRIMINATORY APPLICATION OF ARTICLE XIX. 
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5. WE ALSO QUESTIONED THE PROTUGUESE ON THE POSSIBLE 
DISCRIMINATORY APPLICATION OF ITS SURCHARGE IF ARTICLE 
VI OF THE INTERIM PROTOCOL WERE INVOKED. THEY REPLIED 
THAT, IF ARTICLE VI WERE INVOKED ON SELECTED ARTICLES, 

THOSE ARTICLES WOULD BE DELETED FROM THE LIST SUBJECT TO THE 
SURCHARGE, AND THAT, IN THEIR VIEW THIS DID NOT CON- 
STITUTE DISCRIMINATION. 

6. SWITZERLAND SUPPORTED THE EC'S CONTENTION THAT THE 
AGREEMENT WAS COMPATIBLE WITH ART XXIV, NOTED THAT THE 
PERCENTAGE OF TRADE BETWEEN THE TWO PARTIES WAS LIKELY 
TO INCREASE, AND ARGUED THAT THE DIFFERENCES IN ECONOMIC 
DEVELOPMENT BETWEEN THE TWO PARTIES SHOULD BE CONSIDERED 
IN ASSESSING THE AGREEMENT'S COMPATIBILITY WITH GATT. 

NO OTHER MEMBER OF THE WP SPOKE. 

7. WP REPORT WILL REFLECT DIFFERING VIEWS BUT WILL STATE 
THAT THERE WAS NO UNANIMOUS CONCLUSION WITH RESPECT TO 
THE COMPATIBILITY OF THE AGREEMENT WITH THE GATT. 

SORENSON 
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